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Condensed Consolidated Income Statement

for the six months ended 30th June, 2006

87 B B B W ik

B ETARFEANA =+ HIEAREA

The Board of Directors (“Board”) of Allied Properties (H.K.) Limited
(“Company”) is pleased to announce that the unaudited consolidated
results of the Company and its subsidiaries (“Group”) for the six months
ended 30th June, 2006 with the comparative figures for the corresponding

period in 2005 are as follows:

B e () ARAR ((AAHE]) #HF e ([HF
1) FRARE M > AN F M~ R (TR ]) 52
TERENFNAZA AR A Z RIS G 2R
R R T AR 2 BT T

Six months ended 30th June,
BEAA=THLXEAR

2006 2005

Unaudited Unaudited

—EERE ZEENF

REBEX F N

Notes HK$’000 HK$’000

R FET THsIT

(Restated)

(E51)

Revenue e 3 1,061,309 546,795

Other income HAUA 99,643 26,282

Total income Mg A 1,160,952 573,077

Cost of sales PHE A (396,040) (101,102)

Brokerage and commission expenses ki b (114,469) (70,611)

Selling and marketing expenses S8 B i 5 4 B B 5 (577) (405)

Administrative expenses THB (224,124) (162,789)
Profit on deemed disposal of partial WA 27 5 — ] L Tl e g 4 )

interests in a listed subsidiary FRRE RS 2 i 4 216,461 -
Changes in values of properties B E ] 5 96,618 357,416
Net loss on deemed disposal of AR & BT A R

listed associates [ FiEREE 6 (80,784) -
Impairment loss recognised in respect of BRIk 5 Al G A fERR

an available-for-sale financial asset WAE R 7 (58,203) -
Bad and doubtful debts written back SR IR [

(provided) (FE:A5) 6,178 (6,687)
Other operating expenses FHoAh 2845 Bl S (64,820) (64,851)
Finance costs Pl R A (98,609) (38,033)
Share of results of associates JREAL B N ) S 71,502 82,238
Share of results of jointly controlled entities i [F] £ il i 36 3 4% 57,914 58,116
Profit before taxation R iy ¥4 ) 8 571,999 626,369
Taxation BiIE 9 (32,359) (44,062)
Profit for the period 2 368 ) 539,640 582,307
Attributable to JE A 77

Equity holders of the Company AN A ROR 498,299 532,825

Minority interests DR S 41,341 49,482

539,640 582,307
HK$ HK$
B T

Earnings per share (a3l 10
Basic HoA 0.93 0.99
Diluted i 0.93 N/A A3

ALLIED PROPERTIES (H.K.) LIMITED
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Condensed Consolidated Balance Sheet

at 30th June, 2006

s G HEER AR

At 30th June, At 31st December,

2006 2005
Unaudited Audited
RZBBRE e
AA=+HE +tZH=1—H
RIBEZ ER
Notes HK$’000 HK$’000
BT THET T
Non-current assets FRBEE
Investment properties il <LyE 12 2,777,507 2,784,100
Property, plant and equipment Wi - B Bkt 318,162 209,419
Prepaid land lease payments TAAE 285,323 287,367
Intangible assets MY R 20,670 22,586
Interests in associates R T 2 RS 2,757,168 2,710,057
Interests in jointly controlled entities WAL R A 2 HEAS 923,814 866,394
Available-for-sale financial assets ]k B 4 R 13 1,445,239 993,139
Statutory deposits B 88,436 32,831
Loans and receivables R S AR K 14 84,142 202,306
Deferred tax assets R S T 4,959 4,143
8,705,420 8,112,342
Current assets REEE
Properties held for sale and BT
other inventories HAh 17 & 502,412 520,950
Financial assets at fair value through B A IRAL AP EE R 2
profit or loss & RlE 7E 15 328,875 179,204
Prepaid land lease payments TASAE 4,310 4,420
Accounts receivable, deposits and MR K - Ha K
prepayments FEATKIE 16 2,634,170 2,612,044
Amount due from a fellow subsidiary — [I[R) 2R B 2 W) SO 150 -
Amounts due from associates WA W R K 11,610 7,384
Amount due from a jointly controlled entity — [#3L[F] 2 i {2 X 3K 1,126 2,159
Tax recoverable ALY [ B IE 3,663 3,842
Short-term pledged bank deposit FLIERAT HEM A7 K 1,000 972
Bank deposits, bank balances and cash SRATAEER ~ SRATHE A B4 1,752,255 481,196
5,239,571 3,812,171
Current liabilities REBEE
Accounts payable and accrued charges JREAST M 35 % JRE 2 T 17 1,332,238 1,031,946
Financial liabilities at fair value through BRI IRAL A TEEE I
profit or loss =K 327 17,756
Amount due to the ultimate holding KBS T
company HIH 9,214 8,183
Amounts due to associates YN - O/NGIE ¢l 72,523 62,828
Amount due to a jointly controlled entity /[l [A] 2 il £ 2 7 0A 109,062 81,063
Tax payable JREA B T 30,982 13,489
Bank borrowings due within one year —AE R B 2 SRAT 1,379,722 950,233
Other liabilities due within one year AR N B 2 oAb B A 41,390 33,366
2,975,458 2,198,864
Net current assets REEEFH 2,264,113 1,613,307
Total assets less current liabilities HEERRBERS 10,969,533 9,725,649

ALLIED PROPERTIES (H.K.) LIMITED
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Condensed Consolidated Balance Sheet (Cont'd) B G EE AR (&)

at 30th June, 2006 WEFERNREAH=ZTH
At 30th June, At 31st December,
2006 2005
Unaudited Audited

RoBEAE  ROFTH
AA=+A FoA=t—H

RICER EX
Notes HK$’000 HK$’000
B 5E FET T
Capital and reserves AR #
Share capital i A 18 1,074,303 1,074,303
Reserves bt 6,717,958 5,996,232
Equity attributable to equity holders AR BRREMS
of the Company s 7,792,261 7,070,535
Minority interests DERRER 2,456,668 1,481,741
Total equity AR 10,248,929 8,552,276
Non-current liabilities FRBEE
Bank borrowings due after one year — AR Z SRAT 414,647 875,763
Loan notes TR 20 65,437 64,252
Deferred tax liabilities PEIERL I & & 237,334 230,615
Other liabilities due after one year —AEAR B 2 HoAh B A 3,186 2,743
720,604 1,173,373
10,969,533 9,725,649
ALLIED PROPERTIES (H.K.) LIMITED Interim Report 2006

BewE (EB)ABRALA RN B AR



Condensed Consolidated Statement of R S REAR S E 5%
Changes in Equity

for the six months ended 30th June, 2006 BECEREANFAA=ZTHIEAEA
Attributable to equity holders of the Company
AL AR
Investment ~ Capital
Share Share ~revaluation redemption  Translation  Capital Accumulated  Dividend Minority Total
capital ~ premium reserve reserve reserve - reserve profits reserve Total interests equity
REE EARE DERR
BA  RbES e Wl BB AR RRtEA RERME &t Hi ERAR
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK§'000  HK$'000
Tén  T#r T  TEx TR TEx  T#x  TEx T T Tix
At 15t January, REZEAE
2005 ~A-A 1,074303 516,044 245,487 72,044 (109984) 2,810 4,062,356 26,858 5,890,518 1,319,438 7,209,956
Gain on fair value ki EamEE
changes of AR
available-for-sale £z
financial assets lje:] - - 86,795 - - - - - 86,795 28947 115742
Deferred tax arisingon ~~ EAG G
revaluation of assets BRI - - 74 - - - - - 74 13 87
Exchange differences TS AMMIMEE
arising on translation  EHIRE
of operations outside  TIEEZ
Hong Kong B - - - - - - - 6 009
Share of post- il AA
acquisition reserve e i1
movements of L]
associates i - - (4318) - - 204 - - (1474 (491)  (1,965)
Share of post- TR 2
acquisition reserve W
movements of jointly L]
controlled entities 2H - - - - (521) - - - (521) - (521)
Net income and ERER
expenses recognised AR
directly in equity Eihte - - B - (804) 2,844 - - B9 28443 113,034
Profit attributable to TRl
equity holders Al - - - - - - 532,825 - 5385 49480 582307
Released on disposal R E AL &
of available-for-sale SHEER
financial assets i - - 2,172) - - - - - 2,172) (726)  (2,898)
Released on disposal i ih E—[H k¥R
of jointly controlled e}
entities o - - - - (8) - - - (8) 2) (10)
Total recognised TR v
income and expenses  MCARFL
for the period ] - S 8037 - B12) 2884 53805 SGIS6 77197 692,433
Transferred from A 2
accumulated profit 8Kk
to capital reserve Bl - - - - - 235 (235) - - - -
2004 final dividend EN-EEME
paid AR - - - - - - - (2688)  (26,838) - (268%8)
Dividend distribution /M T D 81K
to minoriy interests R RS - - - - - - - - - (0440)  (20440)
At 30th June, REZERE
2005 KA=HH 1074305 516644 325866 72,044 (11079) 5,889 4594946 o 6478896 1376195 7,855,091
ALLIED PROPERTIES (H.K.) LIMITED Interim Report 2006
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Condensed Consolidated Statement of Changes in Equity
(Cont'd)

for the six months ended 30th June, 2006 BE_ZEXNFANA=ZTHIEAEA

Attributable to equity holders of the Company

ARARRER
Investment ~ Capital
Share Share revaluation redemption Translation  Capital Accumulated  Dividend Minority Total
capital  premium  reserve  reserve  reserve  reserve profits  reserve Total  interests equity
REEft 4XRE YRR
ks KRR i i EXRE HXBE RWER  RERG a3t BE BRER
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000 HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
Téx Tz TBr fER  TEx TEr  TEx Tz TExr  TER  TEn
At Tst January, RoRTAE
2006 ~A-A 1074303 516,644 490,639 72,044 (86,753) 4,827 4,945,116 53,715 7070535 1,481,741 8,552,276
Gain on fair value changes Wit &S REE
of available for-sale WHEERD
financial assets 2l - - 317,556 - - - - S O37S56 144916 462472
Deferred tax arisingon ~ Ef HAE L
revaluation of assets LIRHRA - - 3) - 101 - - - 58 37 9%
Exchange differences ~ fTEABMUIMIE
arising on tranlation ~ EHARIE A
of operations outside ~ ZIEX
Hong Kong £ - - - - 441 - - - 441 38 479
Share of post-acquisition ~ JE I B AR
reserve movements of MR
associates 58 - - 444 - 8,613 10 - - 9,067 5,852 14919
Share of post-acquisition  BEf SRR+
reserve movements of MR
jointly controlled entities EH) - - (53) - 477) - - - (530) - (530)
Net income and expenses ¥ B 1\BES 1R
recognised directlyin -~ ZIAR
equiy WA . - 317904 - 8678 1 - SRS 10K 4T
Profit atiributable R
to equity holders il - - - - - - 498299 S 49299 41341 539,640
Released on disposal of it &M fih &
available-for-sale SHEER
financial assets i - - (42,882) - - - - - (42,082)  (14301)  (57,183)
Increase on deemed WAL E-H
disposal of a subsiciary ~ WHEA WS - - - - - - - - - 2 2%
Released on deemed ~ HfEAHE
disposal of associates e AP - - (374) - (3549 (264) - - (6368)  (4124)  (10,692)
Total recognised income ~ HIAE 2
and expenses for BT X
the period bk - - 274,648 - 5129 (2,635) 498,299 - TTAM 173783 949,224
Increase in minority -l L A
interests due to placing ~ FLERAA
of shares of a subsidiary > #RRERH N - - - - - - - - - 830982 830,982
Transferred from capital ~ ## B EARKH
reserve to accumulated £ 25t
profits & - - - - - (20) 2 - - - -
2005 final dividend eSS
paid KA - - - - - - - 7)) G3I5) - 3715
Dividend distribution to Mk T DERR
minority interests BRI RE - - - - - - - - - (29,838)  (29,838)
At 30th June, REEERE
2006 RAZFH 1074303 51664 5287 TR0M  (B16M) 2172 54343 - 779,061 2,456,668 10,248,929

ALLIED PROPERTIES (H.K.) LIMITED
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Condensed Consolidated Cash Flow Statement fa&iBHAR S L& TmER

for the six months ended 30th June, 2006

B TR AR =+ HIEAREA

Six months ended 30th June,
BEANA=THLXEA

2006 2005
ZEERE TERE AR
HK$’000 HK$’000
FHET TH#EIT
Net cash from (used in) operating activities ZEEKAEE FTA) BLFHE 192,887 (2,737)
Investing activities REXHK
Net proceeds from placing of share of EE T Y J 2 ) 22 e A B
a subsidiary HE T 1,152,005 -
Proceeds on disposal of available-for-sale Hd%_” H B A
financial assets EES e 117,504 35,650
Dividend received from associates A A Wi /z} AZ L 9,770 966
Payment received (made) for net amount  SEMENCEHE A Al KIEF B2
due from associates Bl EH) #)IE 9,621 (35,346)
Amount repaid by a jointly controlled entity — [ ¥ il A FE 4512 2 IH 2,470 1,002
Proceeds on disposal of an investment :ﬂﬁf&g%%@ﬁ%
property FIE 1,400 -
Proceeds on disposal of property, Hd%%% Jﬁﬁﬁ‘?& B
plant and equipment xEEe 306 124
Net payment (made) received for TJE{J&ZE?A’% (fE ) EWIE
statutory deposits T4 (55,605) 2,113
Acquisition of associates WA B B 2 ) (52,546) (5,276)
Purchase of property, plant and equipment AWM ~ ikE Kk i (11,616) (10,666)
Amount advanced to associates BTSN F (5,227) -
Amount advanced to a jointly BT — [ [m] e
controlled entity i (1,437) -
Addition to intangible assets NEEEEE (1,095) (2,850)
Addition to investment properties ﬁﬁ&%Q%% (245) -
(Decrease) increase in pledged bank deposit $RATHEHAK (570 B4 m (28) 61
Payment received for net amount due from ?jﬁﬁﬁﬂﬁl}‘ﬁﬁg/ GENCt i Pl
investee companies EGRIE - 3,603
Acquisition of subsidiaries WA S g 2% ) - (62,416)
Purchase of available-for-sale Wi AT B
financial assets S RE E - (705)
Net cash from (used in) investing activities REZEKHMEL FTH) RS FHE 1,165,277 (73,740)

ALLIED PROPERTIES (H.K.) LIMITED
BewE (EB)EARALA
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Condensed Consolidated Cash Flow Statement (Cont'd)

for the six months ended 30th June, 2006

B AR G Bl R (B

B ETARFEANA =+ HIEAREA

)

Six months ended 30th June,

BEAA=THIEAEA

2006 2005
ZBEREF TAERETAE
HK$’000 HK$’000
THET TH#E T

Financing activities B K
New bank loans raised LTS R TE R 38,534 321,000
Amount advanced from a jointly — [ [ ) A 2

controlled entity B 28,000 -
Amount advanced from associates W o F BGR 100 153
Proceeds from issue of shares by — [ FH A m AT IR 2

a subsidiary B g EA 63 -
Dividend paid EATHRE (53,715) -
Repayment of bank loans TR SAT K (37,094) (126,160)
Dividend paid by a subsidiary to — B 2 R o) D B R R i

minority interests TRAT R B (29,593) (18,690)
Net distribution to minority interests T B R 85 2 IR AR (302) -
Amount repaid to associates RIS N W] KR (167) -
Repurchase of loan notes e R - (60,000)
Net cash (used in) from financing activities BEZ (FTH) IELERSFHE (54,174) 116,303
Net increase in cash and cash equivalents R&RBESEEYIEMTFE 1,303,990 39,826
Effect of foreign exchange rate changes Exgmnoxg 139 9
Cash and cash equivalents at the beginning Rl EEREE

of the period ZEY 398,156 540,349
Cash and cash equivalents at the end RERZRERRE

of the period ZEY 1,702,285 580,184
Analysis of the balances of cash and RERAESEENEFTZDN

cash equivalents
Bank deposits, bank balances and cash SRATAERN ~ SRATHE A7 M4 1,752,255 714,923
Bank overdrafts AT L (49,970) (134,739)

1,702,285 580,184
ALLIED PROPERTIES (H.K.) LIMITED Interim Report 2006
BeEwE(ER)ERLA TRE AR



Notes to the Condensed Consolidated Financial
Statements

for the six months ended 30th June, 2006

T87 W £ 65 T 55 i 3 B e

1.

BASIS OF PREPARATION

The condensed consolidated financial statements have been
prepared in accordance with the applicable disclosure
requirements set out in Appendix 16 of the Rules Governing the
Listing of Securities (“Listing Rules”) on The Stock Exchange of
Hong Kong Limited (“Stock Exchange”) and with the Hong Kong
Accounting Standard (“HKAS”) 34 “Interim Financial Reporting”
issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA").

SIGNIFICANT ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis except for certain properties
and financial instruments, which are measured at fair values, as
appropriate.

The accounting policies used in the condensed consolidated
financial statements are consistent with those followed in the
Group’s annual financial statements for the year ended 31st
December, 2005.

In the current period, the Group has adopted, for the first time, a
number of new standards, amendments and interpretations
(hereinafter referred to as the “new HKFRSs”) issued by the HKICPA,
which are effective for accounting periods beginning on or after
1st December, 2005 or Tst January, 2006. The adoption of these
new HKFRSs has had no material effect on how the results of
operations and financial position of the Group for the current or
prior accounting periods are prepared and presented.

Potential impact arising on the new accounting standards not yet
effective

The Group has not early applied the following new standard,
amendment and interpretations that have been issued but are not
yet effective and are pertinent to the operation of the Group. The
directors of the Company (“Directors”) anticipate that the
application of these new standard, amendment and interpretations
will have no material impact on the results and the financial
position of the Group.

Presentation of Financial Statements:
Capital Disclosures'

Financial Instruments: Disclosures’

Applying the Restatement Approach
under HKAS 29 Financial
Reporting in Hyperinflationary
Economies?

Scope of HKFRS 23

HKAS 1 (Amendment)

HKFRS 7
HK(FRIC) — Int 7

HK(FRIC) — Int 8

Reassessment of Embedded
Derivatives*

HK(FRIC) — Int 9

! Effective for annual periods beginning on or after 1st January,
2007.

2 Effective for annual periods beginning on or after 1st March,
2006.

3 Effective for annual periods beginning on or after 1st May,
2006.

4 Effective for annual periods beginning on or after 1st June,
2006.

ALLIED PROPERTIES (H.K.) LIMITED
BewE (EB)EARALA
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Notes to the Condensed Consolidated Financial Statements  f&j BH
(Cont’d)

for the six months ended 30th June, 2006

Ao T s R M ek (B

3.

SEGMENTAL INFORMATION

Analysis of the Group’s business segmental information is as

AL 2 SRS H R TN

follows:
Six months ended 30th June, 2006
BE-_ZZEXEXA=THIEAER
Property Sale of
rental, hotel properties
Investment, operations and  and property
broking and  management based
finance services investments Total
M¥ERE HEWE
RE - &B& IR REyE
kem REERYE 2 ABZRE #mE
HK$’000 HK$’000 HK$’000 HK$’000
FTERT FTET FTExT FTHET
Revenue & 986,034 88,974 - 1,075,008
Less: inter-segment revenue W Rz s (10,900) (2,799) - (13,699)
975,134 86,175 - 1,061,309
Segment results PriES 273,899 152,307 (20,691) 405,515
Profit on deemed disposal BAER L& —
of partial interests in a i A 2 R A
listed subsidiary HE 45 2 5 216,461
Net loss on deemed disposal AR
of listed i) - /N
associates I (80,784)
Finance costs il A (98,609)
Share of results of associates JRE A W A ) AR 71,502
Share of results of jointly controlled JRE At LR 42
entities ihEEa (18) 57,932 - 57,914
Profit before taxation B il i A 571,999
Taxation BLIH (32,359)
Profit for the period 79 e it 539,640

ALLIED PROPERTIES (H.K.) LIMITED
BewE (EB)ABRALA
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Notes to the Condensed Consolidated Financial Statements  f&j BH 45 & BA %5 R = M 5 (&)
(Cont’d)

for the six months ended 30th June, 2006 BE_ZEXNFANA=ZTHIEAAA
3. SEGMENTAL INFORMATION (CONT’D) 3. oHER @

Six months ended 30th June, 2005
BE-ZZHEAH =1 HIEASEA

Property Sale of

rental, hotel properties

Investment, operations and  and property

broking and ~ management based
finance services investments Total

EIE HEYE
£ " i S YEEYES

&S 5 R ARz H&E ok

HK$’000 HK$’000 HK$’000 HK$’000

FHIT FHIT Tt Tt

(Restated) (Restated) (Restated) (Restated)

(FE51) (E5) (E5) (E51)

Revenue Wi 468,583 86,344 - 554,927
Less: inter-segment revenue W R e (6,682) (1,450) - (8,132)
461,901 84,894 - 546,795

Segment results DA 130,237 370,867 22,944 524,048
Finance costs A& A (38,033)
Share of results of associates TG A I 364K 82,238

Share of results of jointly JRE A L [R) 42 ) 3

controlled entities ES 2 58,114 - 58,116
Profit before taxation BB A iz 626,369
Taxation BiIH (44,062)
Profit for the period 739 it 582,307

Inter-segment transactions have been entered into on terms agreed
by the parties concerned.

During the period under review, less than 10% of the operations
of the Group in terms of both revenue and segment results were
carried on outside Hong Kong. Accordingly, no geographical
segmental information is shown.

PROFIT ON DEEMED DISPOSAL OF PARTIAL INTERESTS IN A
LISTED SUBSIDIARY

The Company, through its subsidiary, had completed share placing
of 169,000,000 shares (“1st Share Placing”) and 79,000,000 shares
(“2nd Share Placing”) of Sun Hung Kai & Co. Limited (“Sun Hung
Kai”), a listed subsidiary, on 22nd May, 2006 and 10th August,
2006 respectively. The top-up subscription of 248,000,000 new
shares of Sun Hung Kai was completed on 10th August, 2006. The
shareholdings in Sun Hung Kai before the 1st Share Placing and
after the top-up subscription were 74.99% and 62.54%
respectively. The total profit arising from the deemed disposal of
partial interest in Sun Hung Kai arising from the placing and top-
up subscription of 248,000,000 shares of Sun Hung Kai was
estimated to be approximately HK$300,847,000. The profit on
deemed disposal attributable to the top-up effect of the 1st Share
Placing, amounting to HK$216,461,000, was recognised in the
income statement for the current period accordingly.

ALLIED PROPERTIES (H.K.) LIMITED
BewE (EB)EARALA

GBI 2 50 5 i AT 49 45 07 BTl 2 ek
AT -

BB > A< 4 IFE A W DA S b IR 2 i 3 %
A URELETA 2 LE DI 10% > [H i 4
B3 45 b [543 R -

BEAHE-BLTHEBARNOERZ

iyl

AN FE R A A BT ANERA
oy = St - SV I ol = B e = o
JB& N F s R FRA ] (HGHrg2]) 169,000,000
& (T8 — R B4 i 5 1) #179,000,0000% (45—
WO B ) 2 eyl s o LAJeBE #5305 2030
248,000,000 HT BT A —FF 84\ H
- H e o WS — UK A 0 6 T R A S EE 1R
77 2R 5E AR AR A B IR R 2 FRARE - 4
A 74.99%K%62.54% © 28 B X SCEE &0
75 : R 248,000,000 B BB AL T 7 A= 2 45
R B H B 5 0 2k R A 4 25 2 4 Al 5140 5
300,847,000%7C © #HASE— R AR5 2 Jods
% 5B B 5 Ak ME T B A X BLME B R A
216,461,000%# 7T > FEULE AT ] 22 U 35 BEAlE

.
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14 Notes to the Condensed Consolidated Financial Statements  f&j BH 45 & BA %5 R = Ml 5 (48)

(Cont'd)
for the six months ended 30th June, 2006 BEZFZAREAH=ZTHIEAMA
5.  CHANGES IN VALUES OF PROPERTIES 5. MXEBEEZH
Six months ended 30th June,
BZEAA=1THL<EAR
2006 2005
—EERE “EENF
HK$’000 HK$'000
FET T
(Restated)
(FEF)
Changes in values of properties VB O
comprise:
Increase in fair value of investment WaEYEz N EE
properties Ham 113,671 327,638
(Write-down) reversal of write-down (k) 4% vl 737 B 4 3
of properties held or sale Z A (18,700) 24,925
Reversal of impairment loss IR0 G ) 3 2 A
of hotel property 18 1,647 4,853
96,618 357,416
6. NET LOSS ON DEEMED DISPOSAL OF LISTED ASSOCIATES 6. RIEALELTHEATNZERTE
Six months ended 30th June,
BEANA=ZTHLEKEA
2006 2005
—EERE ZEENF
HK$’000 HK$’000
FET THsIT
Net loss on deemed disposal of ARy i BT A W)
listed associates arises ZIEREFERE
from the following:
(@) — Exercise of unlisted warrants of a (@) —— &R AITHE—HM L HE&E AR Z
listed associate conferring I LR AR R IR TR
rights to subscribe for up to &% 78,800,000
78,800,000 new shares by a A
subscriber HEF 67,905 -
— Share placing and top-up — R ZRFRNEN H U5
subscription of shares of the BT N TR
listed associate in April 2006 TR A BB 12,965 -
(b) Exercise of warrants and share (b) HHN—MH ETBE AT
options by another listed TR R T R I HE
associate AT (86) -
80,784 -

7. IMPAIRMENT LOSS RECOGNISED IN RESPECT OF AN 7,
AVAILABLE-FOR-SALE FINANCIAL ASSET

It represents the impairment loss of HK$58,203,000 (2005: Nil)
provided by the Group relating to the Group’s 12.5% interest in a
Kuala Lumpur hotels project after the Court of Final Appeal
delivered its decision, dismissing the Group’s final appeal. The
details of the litigation have been disclosed in the contingent
liabilities of the 2005 annual report of the Company.

ALLIED PROPERTIES (H.K.) LIMITED
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RARHESHEERR ZREGR

I TE B AR S [ A 4% 5 1 e 15 AR SE R 2 e
K EwE > MIAEEREREE —WEEE 2
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Notes to the Condensed Consolidated Financial Statements
(Cont’d)

for the six months ended 30th June, 2006

TET W 5 5 T 85 R Bk (B8

B TR AR =+ HIEAREA

8.

PROFIT BEFORE TAXATION

8. BRBIADIERR

Six months ended 30th June,
BEAA=THLEAEA

2006 2005
—EERE TEFRAF
HK$’000 HK$’000
FTHET T
(Restated)
(FEF1)
Profit before taxation has been R i v 1 2 4B
arrived at after charging:
Amortisation of intangible assets T RS 1,946 1,686
Amortisation of prepaid land lease T E
payments S 2,154 2,192
Depreciation e 10,726 12,416
Net unrealised loss on derivatives FTHEE o 2 A S BUE TEF 4R - 1,358
Net unrealised loss on financial BB AL AP EE R
assets at fair value through BMEE L REH
profit or loss [ Ei=beik: ] - 1,780
and after crediting: WEFA
Dividend income from investments EHRABHFTEZ
in listed equity securities BB WA 8,952 8,543
Dividend income from investments F LT RABHREZ
in unlisted equity securities i A 3,332 17,733
Excess of net fair value over IR A — T W ) 7 A P
consideration arising from FEmRAE 2
acquisition of an associate (45 7E HiAt
(included in other income) WA A 9,011 -
Interest income FLEMA 139,304 74,019
Net profit on dealing in leveraged RS RS 5
foreign currencies i ) A 4,131 2,817
Net profit on disposal of HE B T A B O Ve R
available-for-sale financial (L5 TE HAlL
assets (included in other income) AR 68,604 2,951
Net profit on other dealing activities HA B 0 ) 2 i A AR 17,725 2,306
Net realised profit on derivatives FIT AR i 2 LB BRI P VR 9,508 10,635
Net realised profit on financial assets 3 1H f MR4% 20 P8 (A 52
at fair value through profit or loss Z ARG RE 2 O B PR A 11,271 1,970
Net unrealised profit on derivatives TFHE FE b 2 A5 B 6 1) T
(included in other income) (B35 HoAth s A A7) 6,406 -
Net unrealised profit on financial BRI GRIRAT A TEE R
assets at fair value through A S 2 R SR B T A AR
profit or loss (included in (45 7E HiAt
other income) WA A 7,405 -
Refund of interest expenses in MR L FRIL R P
respect of litigation related to L B — s
Kuala Lumpur hotels project HH ZFFAZ
pursuant to Court of Appeal FLE S
Judgment R (1] - 14,011

ALLIED PROPERTIES (H.K.) LIMITED
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16 Notes to the Condensed Consolidated Financial Statements
(Cont’d)

for the six months ended 30th June, 2006

TET W 0 5 T 85 i 3R Bk (B8

9.

10.

TAXATION

Six months ended 30th June,
BEANAZTHLEKEA

2006 2005
ZBEREF TAERETAE
HK$’000 HK$’000
FHET T
(Restated)
(FE51)
The charge comprises: BT SCH LA

Current tax: AHABLIA
Hong Kong HFiE 25,795 12,282
Outside Hong Kong FUs LA b [ 553 209
26,348 12,491
Deferred tax PR AR TH 6,011 31,571
32,359 44,062

Hong Kong Profits Tax is calculated at the rate of 17.5% on the
estimated assessable profits for both periods.

Taxation outside Hong Kong is calculated at the rates prevailing in

the relevant jurisdictions.

EARNINGS PER SHARE

The calculation of basic and diluted earnings per share attributable
to the equity holders of the Company is based on the following:

3 B ] 2 e s A A 42 LA 7 2 A T B R

HEFEBL R 7 5%RTH -

T s LA St I B SRS A ] ) T s [ 2 AT

A
10. ERER

A ) PSR G AR A W 2 ) T 4 AT

B

Six months ended 30th June,
BZEAA=1THILA<EAR

2006 2005
ZEERE TAERETAE
HK$’000 HK$’000
FHBT Tt
(Restated)
(FEF1)
Earnings B
Earnings for the purposes of basic AT S R A i ) 2 )
earnings per share (profit for the (A2 A R
period attributable to equity holders — BE{LHATY
of the Company) T M) 498,299 532,825
Effect of dilutive potential e N TR
ordinary shares: BUE
Adjustments to earnings in respect sk — IR 2 B 2 BRI HE RS T s AR
of the effect of dilutive potential 2 TR A R
ordinary shares arising from B
warrants of a subsidiary Z i 41) -
Adjustments to the share of results g W R 2
of associates based on dilution of JREAG TSR 2 W) 4
their earnings per share PRt 2 7% (898) -
Earnings for the purposes of diluted  Fi DA% 5545 I 220 |
earnings per share Z B 497,360 532,825
000 ‘000
TR T
Number of shares RBE
Weighted average number of shares  FIRAFHR AR A R #2511 2
for the purpose of basic and diluted &I
earnings per share S8 537,152 537,152

ALLIED PROPERTIES (H.K.) LIMITED
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Notes to the Condensed Consolidated Financial Statements
(Cont’d)

for the six months ended 30th June, 2006

TET W 5 5 T 85 R Bk (B8 17

11.

12.

DIVIDEND

The Board does not recommend the declaration of an interim

dividend (2005: Nil).

During the six months ended 30th June, 2006 and 2005, the
Company paid dividends of HK$53,715,000 and HK$26,858,000,
representing HK10 cents per share and HK5 cents per share, in
respect of the final dividends of 2005 and 2004 respectively.

BECEZANERZERZFAFEANAZTHIEAS
WA > AAFR AR = FFRAE R = FEFN
R B IRAF53,715,0004# 58 /226,858,000
WG R - 43 IS5 R AR 1 Ol B A 5 s
il -

INVESTMENT PROPERTIES 12. ®REYX
HK$’000
T

Valuation fhiE
At Tst January, 2005 AZEEHFE—H—H 2,215,668
Additions B 2,605
Acquisition of subsidiaries Wi s g ) 39,362
Disposal i (12,600)
Transferred from properties HEAE

held for sale LB 47,160
Transferred to property, plant and Y WS R

equipment and prepaid land B S

lease payments B (17,531)
Overprovision of construction costs 4% B AR R B (12,814)
Increase in fair value during the year — 4E AT E{E /0 522,250
At 31st December, 2005 W oFERAETHA=1T—H 2,784,100
Additions Hm 245
Transferred to property, Y - R R

plant and equipment B (106,509)
Disposal HE (14,000)
Increase in fair value for the period AR PAE (B3 0 113,671
At 30th June, 2006 RZEEANEANA=1H 2,777,507

The fair value of the Group’s investment properties at 30th June,
2006 has been arrived at on the basis of a valuation carried out at
that date by Norton Appraisals Limited, independent valuers not

connected with the Group.

ALLIED PROPERTIES (H.K.) LIMITED
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18 Notes to the Condensed Consolidated Financial Statements

(Cont’d)

for the six months ended 30th June, 2006

TET W 0 5 T 85 i 3R Bk (B8

B ETARFEANA =+ HIEAREA

13. AVAILABLE-FOR-SALE FINANCIAL ASSETS 13. IHHESHERE
At 30th June, At 31st December,
2006 2005
REZBEXRF R ERETAE
AA=+H +TZH=+—H
HK$’000 HK$’000
THET THTT
Listed equity securities, SECES gk g
at market value, issued by AR SR o i
corporate entities
Hong Kong i 657,986 530,543
Outside Hong Kong Fis LA b [ 6,872 4,444
664,858 534,987
Unlisted equity securities, mEERETZ
at fair value, issued by JE LT REATE S A TEE
corporate entities
Hong Kong (note) ik (MHsE) 633,501 399,901
Outside Hong Kong Ay LS b I 146,880 58,251
780,381 458,152
1,445,239 993,139

Note: The amount includes the Group’s interest in a fellow subsidiary of
HK$633,500,000 (at 31st December, 2005: HK$399,900,000).

FRRE - 3% oK TH G 5 A 4 1 R — [ R &R KB A R 2 HE
#1633,500,000%7C (R “FXHEF - A=+—H :
399,900,000% 70) °

14. LOANS AND RECEIVABLES 14. BRREWERR

At 30th June, At 31st December,

2006 2005

R-ZZBEXRF e s i

ANA=+HR +t-H=+—H

HK$’000 HK$’000

FHExT THIT

Loan note of a listed associate —[H] T N B 2 B 78,000 78,000

Amounts due from investee ESS </l

companies (note) K (BRE) 6,663 124,687
Others HoAt 926 1,066
85,589 203,753
Less: Impairment W E (1,447) (1,447)
84,142 202,306

Note: A sum totalling HK$118,003,000 for the interest in the Kuala Lumpur hotels
project was derecognised and then recognised as an available-for-sale financial
asset after the Court of Final Appeal delivered its decision, dismissing the

Group’s final appeal.

ALLIED PROPERTIES (H.K.) LIMITED
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Notes to the Condensed Consolidated Financial Statements

(Cont’d)

for the six months ended 30th June, 2006

TET W 5 5 T 85 R Bk (B8

B TR AR =+ HIEAREA

15.

16.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

15. ERRBRBEAVEEREZSHEE

At 30th June, At 31st December,

2006 2005
R-ZBBRE TR A
AA=+H +TZH=+—H
HK$’000 HK$’000
FHET T
Financial assets held for trading BEEESREE
Listed equity securities, AR S - T
at market value issued A T
by corporate entities
Hong Kong i 37,064 32,396
Outside Hong Kong FrHE LA 2,080 2,534
issued by banks HISRATHEAT
Hong Kong i 60,091 20,654
Outside Hong Kong Fis LA b [ - 87
issued by public utility entities A BT
Hong Kong HE 33 33
99,268 55,704
Unlisted equity securities, B AU LA I A S R B T
at fair value issued by corporate LT RARE S -
entities outside Hong Kong N B 219,772 119,514
Warrants and options listed in AR BT BRI KRR
Hong Kong, at fair value NP EE 9,267 3,508
Others HoAh 568 478
328,875 179,204
ACCOUNTS RECEIVABLE, DEPOSITS AND PREPAYMENTS 16. BEWIRR - BERFEMNRE

Included in accounts receivable, deposits and prepayments are
trade receivables totalling HK$1,094,242,000 (at 31st December,
2005: HK$1,181,355,000), the aged analysis of which is as follows:

FE AR ~ $ 4 K AT SROE A 2 30RE s T
E

WAHIE1,094,242,0008 50 (R —F
EHE+TFH=+—H :1,181,355,000i

Jo) > HEREEM TN

At 30th June, At 31st December,

2006 2005

R-BEXRE A EETAE

AA=+B +TZHA=Z+—H

HK$’000 HK$'000

FET T

0 to 30 days E#FE30f 1,049,429 1,155,721
31 to 180 days 312180 H 13,089 16,849
181 to 365 days 181 £ 365 H 1,771 778
over 365 days 365 HLLE 173,237 167,080
1,237,526 1,340,428
Allowance for doubtful debts SRR (143,284) (159,073)
1,094,242 1,181,355
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Notes to the Condensed Consolidated Financial Statements
(Cont’d)

for the six months ended 30th June, 2006

187 B £ 65 WA 85 Wi R B R (B

B ETARFEANA =+ HIEAREA

16. ACCOUNTS RECEIVABLE, DEPOSITS AND PREPAYMENTS

17.

18.

(CONT’D)

No ageing analysis on margin clients’ receivables is disclosed as,
in the opinion of the Directors, an ageing analysis is not meaningful
in view of the nature of the business of securities margin financing.

The maturity profile of term loans is disclosed in note 26.

There were listed and unlisted securities and properties of clients
held as collateral against secured margin loans and term loans.
The fair value of the listed securities at 30th June, 2006 was
HK$8,205,080,000 (at 31st December, 2005: HK$6,272,527,000).

16. BWIRR - RERANKIER (@)

PR B A R RS L T RS
JREWACFF Ji 25 155 RO 2 e 3 Al S T 3R > T
S 9 55 AT BRI MR B AT

AR 2 BRI BT 5 2 6 JHR R -

AEBMFAFFZ LA - FELNELERY
% EAEF USRS LA K
ZIEIRG o EHTREER T ANFSH =1H
2N TE(E £8,205,080,0008 7T (ff —FE A
F+H=+—H :6,272,527,000#5T) °

ACCOUNTS PAYABLE AND ACCRUED CHARGES 17. BHERRRETER
Included in accounts payable and accrued charges are trade FEAEAT R R 22 T N R e B 5
payables of HK$888,220,000 (at 31st December, 2005: MR AR % S888,220,0004 0T (B —EZ A+
HK$848,151,000), the aged analysis of which is as follows: “HZ="1—H :848,151,000%0) > HUEE 7
HranTF :
At 30th June, At 31st December,
2006 2005
R-BEXRE AT F T AR
ANA=+HB +ZH=1T—H
HK$'000 HK$'000
FET T
0 to 30 days EE30H 838,717 820,787
31 to 180 days 312180 H 19,797 4,336
181 to 365 days 181 £ 365 H 866 508
Over 365 days 365 HLLE 28,840 22,520
888,220 848,151
SHARE CAPITAL 18. BA&
Number of shares Value
REEE BE
HK$’000
THsIT
Ordinary shares of HK$2 each B RHE 2 #7022 Al A
Authorised: EERAR
At 31st December, 2005 and MZEEHFETHA=1T—HRK
30th June, 2006 ZEENFANA=ZTH 3,000,000,000 6,000,000
Issued and fully paid: BT RBEIRA -
At 31st December, 2005 and MZEEHFETHAH=1T—HRK
30th June, 2006 ZEFNRFESNA=TH 537,151,901 1,074,303
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Notes to the Condensed Consolidated Financial Statements
(Cont’d)

for the six months ended 30th June, 2006
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19.

20.

21.

WARRANTS

A bonus issue of warrants on the basis of one warrant for every
five shares held was proposed by the Board on 12th April, 2006.
The condition of the issue of the bonus warrants was fulfilled on
29th May, 2006 and 107,430,380 warrants were issued on 5th
June, 2006.

The warrant holders are entitled to subscribe in cash for one fully
paid share at an initial subscription price of HK$10.00 per share,
subject to adjustment, at any time from 7th June, 2006 to 6th June,
2009 (both days inclusive). During the period, there were no
conversions of the warrants. 107,430,380 warrants were
outstanding at 30th June, 2006.

LOAN NOTES

The amount represents the loan notes issued in part consideration
of the repurchase of shares by a listed subsidiary, Sun Hung Kai.
The loan notes bear interest at 4% per annum and are due on 7th
March, 2008. The effective interest rate is 7.9% per annum.

CONTINGENT LIABILITIES

(@) At 30th June, 2006, the Group had guarantees as follows:

20.

21.

MZBENENA T H - BEEGERUAR
AT RR RS > S B A TRy ]
DS — () SR EAE RS o DAAL 7 B AT s e o8
ZIRHE RN EENFERA LA I
A ZFENESNHH HE17107,430,38010 58 %
RERE o

PR A NN T EEANENALEE
TETIUEANANHE (BREM HAASELER) bR
DAV 4 3045 R B A5 1 0003 7T (AT T34 %%)
SR AR Ry - WA > BEEERR I HE RS
M M o N T FENENA=Z+TH

107,430,3 801378 M HERS 1 HRAT(H o

EXRERE

SR BATIE B R LT S A w e
W 1] B 17y 2 B A ARME 2 AR B - S R
BHRELBA%I B R~/ E=HEHE
W] o BEAERRE7.9% ©

RAREE

(@) MOEENENA=ZTH > REFELRZ
WLRWT -

At 30th June, At 31st December,

2006 2005
RZZBBRE R RE A
RNRA=Z+HE t+ZA=E+—H
HK$’000 HK$’000
FHET Tt
Indemnities on banking S IR 45 5 P B B AR R
guarantees made available BT SRATE IR
to a clearing house and AF B 1
regulatory body R 5,540 5,540
Other guarantees HAbIE LR 8,152 7,084
13,692 12,624
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Notes to the Condensed Consolidated Financial Statements
(Cont’d)

for the six months ended 30th June, 2006
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21. CONTINGENT LIABILITIES (CONT’D)

(b)  On 4th February, 2004, Sun Tai Cheung Credits Limited
(“STCC”) and Sun Hung Kai Investment Services Limited
(“SHKIS”), both indirect wholly-owned subsidiaries of Sun
Hung Kai, were served with a writ attaching statement of
claim (“200/2004”) by Shanghai Finance Holdings Limited
(“SFHL”), claming, inter alia, that the sale of shares in Shun
Loong Holdings Limited (“SLHL") (“Shun Loong Shares”) by
STCC as assignee to SHKIS (for a consideration of
HK$36,500,000 subject to additional amounts in a total sum
not exceeding HK$15,700,000 which might have been
payable one year from the date of completion under certain
conditions) pursuant to a sale and purchase agreement dated
25th June, 2003 be set aside, or alternatively, against STCC
for damages and an account as to the amount received by
STCC in respect of the Shun Loong Shares. The writ is being
vigorously defended. STCC and SHKIS were properly advised
at all times during the transaction and believe that the claim
is not soundly based and have applied to have the claim
struck-out. The proceedings have been stayed until further
order by the court.

(c) InJune 2006, Sun Hung Kai received notice of a 2001 order
made by the Hubei Province Higher Peoples Court in China
freezing US$3 million of funds of Sun Hung Kai Securities
Limited (“SHKS”) (or assets of equivalent value), a direct
wholly-owned subsidiary of Sun Hung Kai, pursuant to which
SHKS's shares in Chang Zhou Power Development Company
Limited in China (“Shares”) (worth US$3 million) were
subsequently frozen. SHKS had sold the Shares in 1998.
Pursuant to a further agreement in 2001, SHKS received
indemnities and waivers as to any potential liability. Sun Hung
Kai will further investigate the matter but at this stage it does
not consider that it is appropriate to make any provision in
the circumstances. It will make a final decision once its
investigation has been completed.

22. CAPITAL COMMITMENTS

21. RAREE @)

(b)

ATREPAETHAMHE > Shanghai
Finance Holdings Limited (TSFHLJ) fi[@ %
B EZ ML EMBARMBEREA
PR ([ BRG] B g s
B BRA ] (DHras 54 & ) 35 i A Fp 2R B
sz A0k (1200/2004)) > Bk (K fl
%) WesH & B G (EAmEREr %
D%}\ *Ebﬁaﬁﬁft@#? 7#45'5/\)% +£
H 2 B2 Tk a5 4% 7 o s e e £
A R =) (TNERESE ) 2 By (TIERE
1) (fE1E36,500,0008 70 » 7E4 T4&M:
HIBRT » & i 58 H I — - BE SN A
AHBH#15,700,000% 702 FIH) > BRER
B B {5 %fa?—ﬁﬂauwﬁi%ﬁ%%%
T%%?Jtuﬁ@ﬂ%ﬁ%%ﬁxZﬁ%ﬁ o WLIERME
IERERG ) &2 o B2 BARAE RO A &
XS —EEEERTd > WA
BRARMEIIEARL I 2 BRI R
18 o A B RNARR T BEE 0 > HE%
Be A ATHEAS A IE o

TETAESNH > B e LA
AR RIERE 8 2 2001 Fan 2 > H
A TR IB 2 2 A K o Fl i
FEFRA BRA R (DHrsEEES:]) 3,000,000
ETHES @EEMEER) > B> Brmit
R R B 0 B R A BR A F 2 B ARy
(TR:A)) (fE{E3,000,000557T) Efﬁa%&
AL o %ﬁi@%?@t%ﬁ%aﬁé JUILAE 3%
LWy o MPE T T AEZ B
PeTRy-E - TMEH(%T?%EEX BaRER
B REROE o B — R 5 {ATE
B RS IR A 78 5 8 B AR AT AT B -
e A TAER > I IE R REARE -

22, BAEE

At 30th June, At 31st December,
2006 2005
R-ZZBEXRF A BT HAF
ANB=+HB +ZH=1—H

HK$’000 HK$’000
FHET Tt
Capital expenditure contracted OB AV E AR A B i
for but not provided for in YRUEM 2 EA
the financial statements B =2 2,867 29,952
Capital expenditure authorised EEREERENZ
but not contracted for BAR S 2,283 2,259
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Notes to the Condensed Consolidated Financial Statements
(Cont’d)

for the six months ended 30th June, 2006
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23. OPERATING LEASE ARRANGEMENTS 23.

At 30th June, 2006, the Group had outstanding minimum lease
payments under non-cancellable operating leases, which fall due
as follows:

At 30th June, 2006
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At 31st December, 2005

24.

25.

R-BEAREF N R
RA=+H +=A=+—H
Land and Land and
buildings Others buildings Others
T REF Hih b HoAt
HK$'000 HK$'000 HK$'000 HK$’000
THTT THTT THTT T
Within one year A=K 17,726 5,991 14,477 406
In the second to fifth years R B AR
inclusive (BLFEE EW4E) 11,740 716 14,463 -
29,466 6,707 28,940 406

Operating leases are negotiated for terms ranging from one to three
years.

PLEDGE OF ASSETS

At 30th June, 2006, certain of the Group's investment properties,
hotel property, land and buildings, prepaid land lease payments
and properties held for sale with an aggregate carrying value of
HK$3,781,706,000 (at 31st December, 2005: HK$3,699,422,000),
listed investments belonging to the Group and margin clients with
carrying value of HK$1,378,229,000 (at 31st December, 2005:
HK$1,387,659,000) together with certain securities in respect of
a listed subsidiary with a cost of HK$902,933,000 (at 31st
December, 2005: HK$902,933,000) were pledged to secure loans
and general banking facilities to the extent of HK$3,056,665,000
(at 31st December, 2005: HK$3,098,756,000) granted to the
Group. Facilities amounting to HK$1,709,369,000 (at 31st
December, 2005: HK$1,792,881,000) were utilised at 30th June,
2006.

At 30th June, 2006, a bank deposit of HK$1,000,000 (at 31st
December, 2005: HK$972,000) was pledged to secure a bank
guarantee amounting to HK$2,000,000 (at 31st December, 2005:
HK$2,000,000).

EVENTS AFTER THE BALANCE SHEET DATE

(@) The Group entered into an option agreement with CLSA
Capital Limited (“CLSA”) on 3rd April, 2006 and a
supplemental letter with CLSA on 18th May, 2006 for the
conditional grant of an option by CLSA to the Group at a
consideration of HK$11,101,000. The option entitles the
Group to require CLSA:

- tosell 34,156,666 shares in Quality HealthCare Asia
Limited (“QHA”") at an aggregate exercise price of
HK$99,908,000, and
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Notes to the Condensed Consolidated Financial Statements

(Cont’d)
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25.

EVENTS AFTER THE BALANCE SHEET DATE (CONT’D)

(a)

(Cont'd)

- to exercise warrants leading to the subscription of
7,056,232 shares in QHA upon the Group paying the
subscription price of HK$2.46 per share and then to
transfer to the Group the resultant QHA shares.

Details of the transaction were contained in a circular to the
shareholders of the Company dated 29th June, 2006. This
conditional grant of the option was completed on 21st July,
2006.

As announced in the joint announcements of Allied Group
Limited (“Allied Group”), the Company and Sung Hung Kai
on 17th and 18th May, 2006, 169,000,000 new shares (first
placing and subscription) and 79,000,000 new shares (second
placing and subscription) of Sun Hung Kai would be
subscribed by AP Emerald Limited, a wholly-owned subsidiary
of the Company, at net proceeds of approximately
HK$1,685,500,000. Details of the transactions were
contained in the circulars to the shareholders dated 8th June,
2006 and 14th July, 2006.

The subscription of 248,000,000 new shares of Sun Hung
Kai at the subscription price of HK$7.00 per share was
completed on 10th August, 2006.

On 13th June, 2006, the Group entered into an agreement
with Allied Group and AG Capital Holding Limited (a wholly-
owned subsidiary of Allied Group) for the purchase of the
entire issued share capital of UAF Holdings Limited (“UAF
Holdings”) and the assignment of shareholder’s loan advanced
to UAF Holdings of HK$39,590,000. Details of the transaction
were contained in a circular to the shareholders of the
Company dated 30th June, 2006.

The transaction was completed on 24th August, 2006. The
aggregate consideration of HK$4,328,000,000 is settled as
follows:

- HK$628,000,000 in cash on completion,

- HK$900,000,000 to be paid at any time on or before
31st December, 2006 bearing interest at 1% above
Hong Kong Interbank Offered Rate (“HIBOR”) per
annum, and

—  three year bonds with a principal amount of
HK$2,800,000,000 (bearing interest at the rate of 1%
above HIBOR per annum).

Upon the completion of the transaction, the management is
in the process to carry out valuation on the UAF Holdings’
identifiable net assets to determine the goodwill arising from
the transaction.
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26.

MATURITY PROFILE OF TERM ASSETS AND LIABILITIES

The following table lists the assets and liabilities of the Group which
have a term of maturity. Overdue assets are included as on demand.

26. FHEERSRIHIMN
DATR 81 A 4 B RT A 00 H 2 S SRR < o

HIRATE A H RN RS -

At 30th June, 2006
RZBEAFARA=TH
On Within 3 months 1 year to After 5
demand 3 months to 1 year 5 years years Total
=@A —5Z
BiEE =@EAR E—F HE L% st
HK$’000 HK$000 HK$'000 HK$'000 HK$000 HK$’000
FTER FTEx FTERx FTER FTER FTER
Assets G
Fixed deposits with banks SRAT R WA K - 1,310,589 - - - 1,310,589
Loan note of a listed — [ EriE AR
associate B - - - 78,000 - 78,000
Treasury bills I 5 - 7,676 - - - 7,676
Term loans HHEHR 127,196 43,200 169,156 - - 339,552
Liabilities =4
Bank loans and overdrafts SATIEE JBE X - 660,689 719,033 405,127 9,520 1,794,369
Loan notes PR - - - 65,437 - 65,437
At 31st December, 2005
ROFFRET A=
On Within 3 months 1 year to After 5
demand 3 months  to 1 year 5 years years Total
=fEH —EE
HIRFfEE =MAR B4R HAR HAER At
HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$000
Tt T T Tt Tt Tt
Assets G
Fixed deposits with banks SRATE TE K - 110,902 - - - 110,902
Term loan of a listed — [ EHEE AR
associate AR — 245,000 - - — 245,000
Loan note of a listed —[H B A
associate HHE - - - 78,000 - 78,000
Treasury bills B & % - 7,680 - - - 7,680
Term loans AHE 148,299 66,200 5,667 - - 220,166
Liabilities =4
Bank loans and overdrafts BITHEE B - 554910 395323 818,153 57,610 1,825,996
Loan notes B - - - 64,252 - 64,252
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27.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s activities expose it to a variety of financial risks: market
risk, credit risk, liquidity risk and interest-rate risk. The Group'’s
overall risk management programme focuses on the
unpredictability of financial markets and seeks to minimise
potential adverse effects on the Group’s financial performance.

The Group has established policies and procedures for risk
management which are reviewed regularly by the management
and the credit & risks management committee (“CRM”), which
reports to the executive committee of the relevant group company,
to ensure the proper monitoring and control of all major risks arising
from the Group’s activities at all times. The internal audit and
compliance department (“IAC”) (which reports independently to
the relevant chairman and the audit committee) also performs
regular reviews to supplement the various internal control measures
adopted by the management and various divisions within the
Group, to ensure compliance with policies and procedures.

Market risk

(i)  Trading Risk
Market risk arises from trading activities, including market-
making and proprietary trading. Trading activities across the
Group are subject to limits approved by management. The
Group’s trading risk control unit (“TRCU”) of the concerned
group company independently monitors and reports the
positions, risks and profit and loss of its proprietary trading
activities involving derivatives, foreign exchange and bullion.
In addition to the TRCU, part of the Group’s proprietary
trading exposure is closely monitored by the credit
department. Proprietary trading exposures are measured on
both a “mark-to-market” and a “mark-to-fair” basis, and
“maximum loss” and “position” limits are used. Value at Risk
(“VaR”) and stress-tests are also used in the assessment of
risk. These are approaches that assist in the quantification of
risk by combining the size of a position and the extent of a
potential market movement into a potential impact on profit
and loss.

The Group’s various proprietary trading positions and profit
and loss are reported daily to senior management for review.
The IAC also performs audits to supplement the above controls
to ensure compliance with the established market risk limits
and guidelines.

(ii)  Foreign Exchange Risk
Foreign exchange risk is the risk to earnings or capital arising
from movements of foreign exchange rates.

ALLIED PROPERTIES (H.K.) LIMITED
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27.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONT’D)

Market risk (Cont’d)

(ii)  Foreign Exchange Risk (Cont'd)
The Group’s foreign exchange risk primarily arises from
currency exposures originating from its leveraged foreign
exchange business or purchases of foreign securities on behalf
of clients. Foreign exchange risk is managed and monitored
by the relevant department under the limits approved by the
management. In relation to our leveraged foreign exchange
activity, our position is that of a market-maker, and
accordingly our risk is our open currency positions which
are subject to management approved limits and are monitored
and reported daily. The other possible risk is primarily a
derivative foreign exchange risk for a client who does not or
cannot meet margin calls following any period of substantial
currency turbulence. Our principal lending operations are
carried out in local currency to obviate foreign exchange
risk. Accordingly, the Group has no significant exposure to
foreign exchange fluctuations on loan assets.

Credit risk

Credit risk arises from a number of areas. These include the
possibility that a customer or counter-party in a transaction may
default during the settlement process. It also arises from lending,
settlement, treasury, market-making, derivatives, proprietary
trading, rental business and hotel operation and other activities
undertaken by the Group.

The Group’s credit manual sets out in detail the credit approval
and monitoring procedures, which are established in accordance
with sound business practices, the requirements and provisions of
the relevant ordinances, and where applicable, the codes or
guidelines issued by the Securities and Futures Commission.

Day-to-day credit management is performed by the credit
department with reference to the aforementioned criteria including
creditworthiness, collateral pledged, and risk concentration of the
counter-parties. Decisions made daily by the credit department
are reported to and reviewed by the senior management of the
Group and by the CRM at its regular meetings.

Liquidity risk

The Group manages its liquidity position to ensure the Group
maintains a prudent and adequate liquidity ratio, in strict
accordance with statutory requirements. This is achieved by the
senior management monitoring the liquidity position of the Group
on a daily basis to ensure the availability of sufficient liquid funds
to meet all obligations and compliance with the statutory
requirements such as the Financial Resources Rules applying to
various licensed subsidiaries.
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27.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONT’D)

Interest rate risk

Interest rate risk primarily results from timing differences in the
re-pricing of interest bearing assets, liabilities and commitments.
The Group’s interest rate risk exposure arises mainly from margin
financing and other lending activities undertaken. The Group has
the legal capacity to quickly recall such loans or re-price its margin
loans to an appropriate level. Its interest-sensitive positions can
readily be identified. Interest rates paid by the Group are managed
by the finance department with the aim of maximising the spread
of interest consistent with liquidity and funding obligations. Most
of the Group’s bank borrowings are subject to floating interest rates.

The exposure of the Group’s material fixed-rate assets and liabilities
to fair value interest rate risk and their contractual maturity dates
are as follows:

27. SRIEREEBERBE (@

F=ER

2 B 2 ol R A LR 2 B - ARROR
WEEDE R L W22 P o B o A G2 MY R 2 1 B
F B [ R IR R A SR E RS o AR

IR AR T ER ORI R R 5K > AT 3
K2 BB E KT o L FIRTT 4 5 Hutfe

TE HAE SR AL FRIRF BT AR 52 2 P 3 Jm B K - 4R
P T S AT 2 AT ol B RS A B > DA RS B
ENAEEZ MBI R o A5 Z KM
SRATAE K2 IR B FLE BT -

AL 2 ERE D EE R AE L A TEEFR
JRUBE B HoA F 8 B

Interest rates Infist  Insecond In third In fourth Infifth ~ More than
per annum year year year year year 5 years Total
FH®  #-FR ECERm ESER #MFR FRFR BBIE fit
HK$'000  HK§'000  HK$'000  HK§'000  HK$'000  HK$'000  HK$'000
TEn Tén TEn Tén Tén TR Tén
At 30th June, 2006 RZZERERB=1A
Fixed deposits HEf 3.00% o £5.38% 1,310,589 - - - - - 1,310,589
Treasury bills E%‘f 4.64% 7,676 - - - - - 7,676
Loan note due from a listed —H L TRE
associate / \ INTIVA ¢ € 250% - - 78,000 - - - 78,000
Bank loans RITHER 493% t0E641%  (288,534) - - - - - (288534)
Loan notes (note) SRR (W) 7.90% - (65,437) - - - - (65437)
At 31st December, 2005 RZBZEF+-A=1-A
Fixed deposits REfa 028%0%7.25% 110,902 - - - - - 110902
Treasury bll e 3.78% 7,680 - - - - - 7,680
Loan note due from a listed il v
associate ba' vt 2.50% - - 76,000 - - - 78,000
Bank loans SR 485% 10 £535%  (255,000) - - - - - (255,000)
Loan notes (note) R (M 7.90% - - (64,252 ) - - - (64,252 )

Note: The coupon rate of the loan notes is 4.00% per annum. The interest rate
disclosed in the table above represents the effective interest rate applied in
calculating the corresponding amortised cost of the loan notes.
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27.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONT’D)

Interest rate risk (Cont’d)
The exposure of the Group’s material floating rate assets and
liabilities to cash flow interest rate risk and their contractual

27.

EREREERERBER (@

F=ER (#)
AL 2 AT R A B T R R
JRUBE B HG F B H B

maturity dates are as follows:

28.

Interest rates Infirt ~ Insecond In third In fourth Infifth ~ More than
per annum year year year year year 5 years Total
ERe  ®-ER BCER BSER SMER FEER BRIE &t
HK§000  HK§'000  HK§'000  HK$'000  HK$'000  HK$'000  HK$'000
Tén Thn Tén Tén Thn Tén Thn
At 30th June, 2006 RZBEREAB=1A
Secured margin loans FRMERINE 575%0223.04% NATER NATER NATER NATER NATER NATER 1,344,186
Term loans il e o 7.44% to 2 26.82% 251,022 - - - - - 251,022
Bank overdrafts BT 4.40% to Z 8.25% (49,970) - - - - - (49,970
Bank loans RITER 500%t027.07%  (1,041218)  (162,508)  (84,854)  (87,385)  (70,380) (9,520)  (1,455,865)
At 31st December, 2005 RZBZEF+-A=1-A
Secured margin loans FIRERME 700%0%3000% NAMER NAMER  NAMER  NAKER  NATER O NAKER 120328
Term loans e o 700%0%2682% 371,909 - - - - - 371,909
Bank overdrafts BB 4.85% to % 8.50% (83,040) - - - - - (83,040)
Bank loans Wik 489%t0E6.69%  (612193)  (606939)  (36,119)  (100473)  (74622)  (57610) (1,487,956
COMPARATIVE FIGURES 28. LkEEF

After the preparation of the Group's interim report for the six months
ended 30th June, 2005, the Group subsequently amended the prior
period adjustments for the adoption of new Hong Kong Financial
Reporting Standards issued by the HKICPA that are effective for
accounting period beginning on or after 1st January, 2005 in the
preparation of the annual report for the year ended 31st December,
2005.

As a result, the Group changed the presentation of certain items in
the 2005 annual report from that adopted as at 30th June, 2005.

Accordingly, the presentation of the comparative information in
respect of the six months ended 30th June, 2005 which appears in
these interim financial statements has been changed from the
information published in the 2005 interim report.
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Notes to the Condensed Consolidated Financial Statements & BH 45 &
(Cont’d)
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for the six months ended 30th June, 2006 BE_ZEXNFANA=ZTHIEAEA

28. COMPARATIVE FIGURES (CONT’D) 28. LEBHF @&
The June 2005 comparative figures of certain items in the income Wers MRS —FEFRAFEANAZETHEHZ I
statement have been restated where relevant and to conform to BT ETES (WA » DS AMMZ
the method of computation of the current period as follows: HOrik s AR

As reported on
30th June, 2005

Restatement and
reclassification

As restated

BRR-BZHEF
~A=1+H BIIR

23k EHAE 57

HK$'000 HK$’000 HK$’000

THsoT THsoT THsIT

Changes in value of properties /B 358,385 (969) 357,416
Other operating expenses A&7 B (59,763) (5,088) (64,851)
Finance costs il B A (30,427) (7,606) (38,033)
Share of results of associates JREAL B A2 N ) SE AR 79,972 2,266 82,238
Taxation BiIE (44,427) 365 (44,062)
Profit for the period A ] 355 ) 593,339 (11,032) 582,307

Attributable to A

Equity holders of the Company AR AN ROR 541,276 (8,451) 532,825
Minority interests DB RS 52,063 (2,581) 49,482
593,339 (11,032) 582,307

Basic earnings per share (HK$) BREAREF (HIT) 1.01 (0.02) 0.99

ALLIED PROPERTIES (H.K.) LIMITED
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Interim Dividend

The Board does not recommend the declaration of an interim dividend
(2005: Nil).

Financial Review

RESULTS

The profit attributable to the equity holders of the Company for the
period was approximately HK$498.3 million (2005: HK$532.8 million,
as restated). Earnings per share amounted to HK$0.93 (2005: HK$0.99,
as restated).

Revenue for the period increased by 94.1% to HK$1,061.3 million (2005:
HK$546.8 million). The increase was mainly due to the increase in the
commission income of the securities broking and dealing activities of
Sun Hung Kai as retail broking activities continued to benefit from the
buoyant market in the first half year of 2006. The gain in value of the
investment property portfolio of the Group was HK$113.7 million (2005:
HK$327.6 million, as restated). During the period, the Group announced
a two part placing and top-up subscription of 248,000,000 shares of
Sun Hung Kai at HK$7.0 per share. The 1st placing, representing
169,000,000 shares of Sun Hung Kai, was completed in May 2006 while
the 2nd placing of 79,000,000 shares of Sun Hung Kai and the
subscription of 248,000,000 new shares of Sun Hung Kai were
completed in August 2006. A profit on the deemed disposal of partial
interest in Sun Hung Kai arising from the placing and top-up subscription,
amounting to HK$216.5 million, was recognised on a proportional basis.
A listed associate of the Group, Tian An China Investments Company
Limited (“Tian An”), also undertook similar placing to a number of
institutional investors and top-up subscription during the period under
review. A loss on the deemed disposal of a partial interest in the listed
associate amounting to HK$13.0 million was consequently recognised.
The exercise of warrants of Tian An by Wachovia Investment Holdings,
LLC (“Wachovia”) also resulted in a loss on deemed disposal of HK$67.9
million.

FINANCIAL RESOURCES, LIQUIDITY AND CAPITAL STRUCTURE

The Group is principally financed by cash inflow from operating activities
and banking facilities granted by the banks. The banking facilities of the
Group are reviewed from time to time and new banking facilities will
be obtained or renewed to meet the funding requirements for capital
commitments, investments and operations of the Group.

There was no material change to the issued share capital of the Company
during the period.

A bonus issue of warrants on the basis of one warrant for every five
shares held was proposed by the Board on 12th April, 2006. The
condition of the issue of the bonus warrants was fulfilled on 29th May,
2006 and 107,430,380 warrants were issued on 5th June, 2006.

The warrant holders are entitled to subscribe in cash for one fully paid
share at an initial subscription price of HK$10 per share, subject to
adjustment, at any time from 7th June, 2006 to 6th June, 2009 (both
days inclusive). During the period, there were no conversions of the
warrants. 107,430,380 warrants were outstanding at 30th June, 2006.
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Financial Review (Cont'd)

FINANCIAL RESOURCES, LIQUIDITY AND CAPITAL STRUCTURE
(CONT’D)

At 30th June, 2006, the current ratio (current assets/current liabilities)
of the Group was 1.76 times, which increased slightly from the 1.73
times applicable at the end of 2005.

At 30th June, 2006, the Group’s net borrowings amounted to HK$106.5
million (at 31st December, 2005: HK$1,408.0 million), representing
bank borrowings and loan notes of HK$1,859.8 million (at 31st
December, 2005: HK$1,890.2 million) less bank deposits, bank balances
and cash of HK$1,753.3 million (at 31st December, 2005: HK$482.2
million) and the Group had equity attributable to equity holders of the
Company of HK$7,792.3 million (at 31st December, 2005: HK$7,070.5
million). Accordingly, the Group’s gearing ratio of net borrowings to
equity attributable to equity holders of the Company was 1.37% (at
31st December, 2005: 19.9%).

BA %5 el BE (1)
AR - ABES R R AEE (F)

MRTEENEANA=Z1H > AEEZHRE X GRE
BE /B EME) B FFAFFR 21736584 L
JHE1.764% -

RN FEENENAZTH AREBZEEFHE
Z106.5A8BIL (R _FEHAF T _H=Z1T—
H :1,408.0H 80 » MIERMRITEE K EKE
1,859.8 H&EW LN _FFAFE T _H=1T—
H :1,890.2 H & o0) WERITAEAK ~ SRATASAF B4
1,753 3 A &ML (R =FFHETA=1T—H:
482.2 HEWB D) > AR 2 AN TR ME AL HE A
557,792 3H BB (R _EERF+_HA=1+—H:
7,070.5 B IT) o Ht > AL SRR BAR L
AR B R 2 EABE R 1.37% (R ZFE
HEFZH=Z+—H 119.9%) o

At 30th June, At 31st December,

2006 2005
R-ZBREF AR R
RNRA=Z+BE t+ZA=t+—H
HK$’000 HK$’000
FHET Tt
Bank borrowings of the Group AER I 2 SRAT A SL R IR AN
are repayable as follows:
Within one year or on demand R —F R 1,379,722 950,233
More than one year but not exceeding —4ERL EEA B
two years AR 162,508 606,939
More than two years but not exceeding [N ERN it
five years T4 242,619 211,214
More than five years HAEDLE 9,520 57,610
1,794,369 1,825,996
Loan notes repayable within five years TR A N IR B 65,437 64,252
1,859,806 1,890,248

Most of the bank borrowings of the Group are charged at floating interest
rates.

ACQUISITION AND DISPOSAL

There were no material acquisitions or disposals of subsidiaries,
associates and jointly controlled entities during the period.

RISK OF FOREIGN EXCHANGE FLUCTUATION

There have been no significant changes in the exposures to foreign
exchange risks from those previously outlined in the Company’s annual
report for 2005.

CONTINGENT LIABILITIES

Details regarding the contingent liabilities are set out in note 21 to the
condensed consolidated financial statements on pages 21 and 22.
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Financial Review (Cont'd)

LITIGATION

(a)

By the Judgment of High Court on 1st April, 2004 (“Judgment”) in
HCA 3191/1999 between New World Development Company
Limited (“NWDC") and Stapleton Developments Limited (“SDL")
against SHKS, SHKS was ordered to pay NWDC the sum of
HK$105,534,018.22 together with interest on the principal sum
of HK$80,117,652.72 at judgment rate from 16th December, 1998
until payment, pursuant to the terms of an oral agreement which
the Court found. As at 17th June, 2004, the date when the Judgment
sum was paid, the Judgment amounted to HK$150,115,681.54
(being HK$105,534,018.22 plus interest of HK$44,581,663.32).
SHKS has paid the Judgment amounts. SHKS filed an appeal against
the Judgment both as to liability and quantum to the Court of
Appeal. That Court of Appeal handed down the judgment (“Court
of Appeal Judgment”) in which the Court of Appeal ordered a
repayment to SHKS of part of the interest element for the period
from 16th December, 1998 to 31st March, 2004 previously ordered
against SHKS in the Court of First Instance but otherwise broadly
confirmed the Judgment. The sum repayable amounted to
HK$14,783,090.86 and has been repaid. SHKS obtained leave to
appeal the Court of Appeal Judgment to the Court of Final Appeal
(“Final Appeal”). The Final Appeal was heard on 19th, 20th and
21st June, 2006. On 10th July, 2006, the Court of Final Appeal
delivered its decision (“Final Appeal Judgment”), dismissing the
Final Appeal except to the extent that the principal sum awarded
in favour of NWDC should be reduced by HK$629,448.15. This
amount together with interest thereon of HK$647,991.43 totalling
HK$1,277,439.58 has now been paid to SHKS by NWDC. Pursuant
to the Final Appeal Judgment, SHKS was ordered to pay costs of
the appeal.

SHKS is seeking legal advice as to the effect of the Final Appeal
Judgment on new claims contained in (i) a writ containing an
endorsement of claim issued by NWDC in April 2004 (“HCA 813/
2004") for the sums of HK$27,237,489.51 and HK$7,697,418.42
together with interest on such sums from 1st March, 2000 and
2nd January, 2001 respectively at such rate as the Court considers
appropriate, although as at the date of this interim report, the writ
in HCA 813/2004 has not been served on SHKS; and (ii) a writ
including a statement of claim issued by NWDC and SDL in
February 2006 (“HCA 376/2006”) for what are asserted to be
amounts advanced by NWDC on behalf of SHKS as pro-rata
contributions to shareholders’ loans. The sum of HK$37,498,011.41,
being the aggregate of the contributions claimed from SHKS,
together with interest thereon at such rate and for such period as
the Court considers appropriate is claimed in HCA 376/2006,
although as at the date of this interim report that writ has not been
served on SHKS. The management has taken the view that it is
prudent to now make a provision for payment of those not already
provided for in previous years. Accordingly, further provisions of
HK$34,932,171.94 for principal and approximately HK$9,294,000
for interest have been made and the principal amounts added to
the loans already existing.
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Financial Review (Cont'd)

LITIGATION (CONT’D)

(b)

Shun Loong Finance Limited and SLHL (together the “Petitioners”),
both indirect wholly-owned subsidiaries of Sun Hung Kai, filed a
winding-up petition on 19th February, 2004 in the British Virgin
Islands (“B.V.1.”) seeking an order that SFHL be wound up by reason
of its failure to pay debts owing to the Petitioners. The B.V.I.
proceedings were stayed by order of the B.V.I. court. The Petitioners
have appealed that decision but have agreed not to pursue the
appeal during the stay of 200/2004.

Sun Hung Kai, STCC and SHKIS filed a writ on 7th February, 2004
(230/2004) naming as defendants Shanghai Land Holdings Limited,
Stephen Liu Yiu Keung, Yeo Boon Ann, The Standard Newspapers
Publishing Limited and Hong Kong Economic Times Limited and
claiming damages for libel, injunctive relief, interest and costs.
The case remains at an early stage.

An update on the litigation between SFHL against STCC and SHKIS
(200/2004) is set out in paragraph (b) of the “Contingent Liabilities”
in note 21 to the condensed consolidated financial statements on
page 22.

Details of the case regarding Chang Zhou Power Development
Company Limited are set out in paragraph (c) of the “Contingent
Liabilities” in note 21 to the condensed consolidated financial
statements on page 22.

PLEDGE OF ASSETS

Details regarding the pledge of assets are set out in note 24 to the
condensed consolidated financial statements on page 23.
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Operational Review
PROPERTIES
Hong Kong

The Group’s recurrent income from its investment property portfolio
continued to increase, benefiting from the favourable local property
market. Allied Cargo Centre, China Online Centre as well as Park Place
achieved higher rental income, reflecting the benefits from positive rental
reversion. The hotel operating income from Ibis North Point continued
to improve with the buoyant Hong Kong tourism industry.

Allied Kajima Limited, 50% indirectly owned by the Group and the
owner of various properties including Allied Kajima Building, Novotel
Century Hong Kong hotel and the Philippine Plaza Hotel, contributed a
profit similar to that of 2005. This is because the Novotel hotel is
undertaking an extensive renovation programme of all its rooms which
is scheduled to be completed around the middle of next year.

Mainland PRC

Tian An, a listed associate of Sun Hung Kai, recorded a profit attributable
to its equity holders of HK$141.3 million, representing a 94% increase
over the corresponding period of last year. Turnover decreased by 13%
to HK$363.2 million. This is in line with Tian An’s stated policy of
maximising profit margins from development properties, retaining
selected properties which have high capital growth potential for recurring
income, and disposing of non-core properties or projects. To this end,
Tian An disposed of a jointly controlled entity holding a piece of land in
Shanghai and the resulting gain was the main reason for the increase in
profit for the period.

FINANCIAL SERVICES

Sun Hung Kai, a major listed subsidiary of the Group, recorded a profit
attributable to its equity holders of HK$178.0 million (2005: HK$192.6
million, as restated). While the profit attributable to its equity holders is
lower than that of 2005, it is important to note that the profit from the
normal course of business improved significantly to HK$275.0 million
from HK$130.4 million, an increase of 110.9%.

The decrease in profit attributable to equity holders of Sun Hung Kai
was caused by two non-recurring charges. The first was a deemed loss
of HK$80.8 million arising from the requisite accounting treatment of
the carrying value of Sun Hung Kai’s investment in Tian An arising from
the conversion by Wachovia of 78,800,000 warrants in Tian An at a
price of HK$2.75 each and a placement to institutional investors and
top-up subscription of 175,000,000 Tian An shares at a price of HK$5.1
per share. We believe, however, that the consequent cash injection into
Tian An has in fact strengthened its balance sheet and its capacity to
pursue its development projects and thus enhanced the long term value
of the Group’s investment in Tian An. The other non-recurring charge to
Sun Hung Kai’s results arises from an impairment provision of HK$58.2
million to the carrying value of its interest in the Kuala Lumpur hotel
joint venture with NWDC pursuant to the final decision of the Hong
Kong Court of Final Appeal. Further details of these provisions or losses
are contained in notes 6 and 7 to the condensed consolidated financial
statements.

The turnover and commission income of the securities broking division
increased substantially with the buoyant market conditions. Fee income
associated with underwriting and placement activities also improved
for the period. The number of new accounts grew with the significant
investor interest in IPOs.
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Operational Review (Cont'd)
FINANCIAL SERVICES (CONT’D)

Precious metals markets were extremely volatile during the period and
their respective broking income compensated for the decline in activity
experienced by the leveraged forex and commodities operations.

The corporate finance division successfully sponsored two IPOs on the
main board and one IPO on the GEM board of the Stock Exchange and
was actively involved in a number of underwriting exercises for IPOs.
The division will continue to focus on IPO projects for medium-sized
enterprises in both Hong Kong and Mainland China and the financial
advisory and placing services for listed companies in Hong Kong.

The entire shareholding interest of Allied Group, the listed parent of the
Company, in United Asia Finance Limited, comprising the entire issued
share capital of UAF Holdings Limited together with the assignment of
the related shareholder’s loan, has been acquired by Sun Hung Kai for
an aggregate consideration of HK$4,328 million. This transaction was
completed on 24th August, 2006. This strategic group reorganisation of
Allied Group will rationalise the group structure and consolidate the
loan and financial services businesses of Allied Group into Sun Hung
Kai, which is expected to achieve ongoing operational economies. It
will also enhance Sun Hung Kai’s ability to provide a wide range of
finance products and other related services.

INVESTMENTS
QHA

QHA, a listed associate of Sun Hung Kai, reported a turnover of
HK$439.6 million, an increase of 9.1%, compared to HK$403.0 million
for the same period last year. Profit attributable to equity holders of
QHA was HK$31.8 million, an increase of 37%, compared to HK$23.2
million of the corresponding period. The results were driven by an
increase in the number of corporate contracts and enrolment, increased
insurance enrolment and improved operational efficiencies.

Sun Hung Kai entered into an option agreement dated 3rd April, 2006
(as amended by a supplemental letter dated 18th May, 2006) with CLSA
to acquire an additional 34,156,666 shares and warrants leading to the
subscription of 7,056,232 shares of QHA for a consideration of HK$11.1
million. The exercise price is HK$2.925 per option share. This reflects
the Group’s confidence in the growth potential of QHA.

Yu Ming Investments Limited (“Yu Ming”)

Yu Ming, a 22.43% owned listed associate of Sun Hung Kai, reported a
profit attributable to its shareholders of HK$21.5 million. This represented
a decrease of HK$166.8 million from HK$188.3 million of the same
period of last year, mainly due to the absence of gain from property
revaluations.
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Operational Review (Cont'd)
INVESTMENTS (CONT’D)
Yu Ming Investments Limited (“Yu Ming”) (Cont’d)

As at 30th June, 2006, the major investments of Yu Ming were in
AsiaWorld-Expo, Argyle Centre (retail shops in Mongkok), Timeplus (the
new shopping mall in Causeway Bay), Ginza Plaza (retail shops in
Mongkok), Grand China Air Co., Ltd. (the investment holding company
in CR Airways and Hainan Airlines), Oriental Cashmere Limited (a
cashmere manufacturer in the PRC), high-yield bonds and equity
securities.

Shanghai Allied Cement Limited (“SAC”)

SAC, a listed subsidiary of Tian An, reported a loss attributable to its
shareholders of HK$1.3 million. The turnover of, and the contribution
from, its cement business and slag powder business, showed marked
improvement when compared to the corresponding period of previous
year. Barring unforeseen circumstances, it is expected that SAC should
report an improved performance for the full year.

EMPLOYEES

The total number of staff of the Group at 30th June, 2006 was 1,605 (at
31st December, 2005: 1,662). The Group reviews remuneration packages
from time to time and normally annually. Besides salary payments, other
staff benefits include contributions to employee provident funds, medical
subsidies and a discretionary bonus scheme.

MANAGEMENT OF RISKS

The management of risks in respect of the Group’s finance business is
primarily conducted by Sun Hung Kai. There has been no material change
in the nature of Sun Hung Kai group’s exposures, policies and practices
in managing its risks to those which were reported in the Company’s
annual report for 2005.

Business Outlook

The global economy is generally positive in spite of the increasing
concerns about fluctuating oil prices and unsettled political disputes in
the Middle-East. It is expected that the recent adjustment and control
policies imposed by the Mainland Government will see some
consequential adjustment in the China real estate market in the coming
year. In the longer term, Mainland China’s economic performance
remains promising and continues to have a positive effect on the local
economy.

The Board believes that the Group’s financial services and property
investment and development businesses both in Hong Kong and
Mainland China are sound and the Board will strive to develop and
improve these underlying businesses for the benefit of all shareholders.
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Directors’ Interests

At 30th June, 2006, Messrs. Patrick Lee Seng Wei, Li Chi Kong and
Steven Samuel Zoellner, Directors of the Company, had the following
interests in the shares and underlying shares of the Company and its
associated corporations, within the meaning of Part XV of the Securities
and Futures Ordinance (“SFO”), as recorded in the register required to
be kept under Section 352 of the SFO:

HHRERAR

R TEENENAZH > REES LI ] (3%
I KB RB]) 55352050 2 e B 2 B s i ra
AN F B AR - ZEERIEE KSteven
Samuel ZoellnerfGAE A A 7] J H AR VL 1B (REZE
B RIRERIEEXV ) 2 et TR B4 T A LA
THEfE

Number of Approximate %
shares and of the relevant
Name of underlying issued
Name of Director company shares held share capital ~ Nature of interest
BEZRAR HEBERT
EERA ARER HBERG28E BEZEANEI BHEME
Patrick Lee Seng Wei the Company 324,000 (Note 1) 0.06  Personal interest (held as beneficial owner)
iz ¥ /N (FHFED ARER: (U HA NS 0HA)
Allied Group (Note 2) 550,000 (Note 3) 0.21 Personal interest (held as beneficial owner)
WA SR M (FaEk2) (FfE3) MR (UERZEA NG 0HE)
Li Chi Kong SAC (Note 2) 600,000 (Note 4) 0.08  Personal interest (held as beneficial owner)
ZEE M LK (FfE2) (Ffk4) MR (UEREA N GIHE)
Steven Samuel Zoellner Sun Hung Kai (Note 2) 49,200 (Note 5) 0.00  Personal interest (held as beneficial owner)
B (fE2) (Fff3E5) MAER (UE A NG RHEE)

QHA (Note 2)
SR (B 3E2)

102,000 (Note 6)
(ko)

0.05 Personal interest (held as beneficial owner)

MRS (USG5 O )

Notes:

6.

7.

Save

This represents an interest in 270,000 shares of the Company and an interest in 54,000
units of warrants of the Company giving rise to an interest in 54,000 underlying shares
of the Company. The said warrants of the Company (the “2009 Warrants”) entitled the
holders thereof to subscribe at any time during the period from 7th June, 2006 to 6th
June, 2009 (both days inclusive) for fully paid shares of the Company at an initial
subscription price of HK$10 per share (subject to adjustments).

Allied Group is the ultimate holding company of the Company. Sun Hung Kai is an
indirect non wholly-owned subsidiary of the Company, and which has an indirect
interest in more than 20% of the issued share capital of QHA. A controlled corporation
(within the meaning of Part XV of the SFO) of the Company has a direct interest in
more than 20% of the issued share capital of SAC. Therefore, Allied Group, Sun Hung
Kai, QHA and SAC are associated corporations of the Company within the meaning
of Part XV of the SFO.

This represents an interest in 550,000 shares of Allied Group.

This represents an interest in 600,000 share options of SAC giving rise to an interest in
600,000 underlying shares of SAC. The share options were granted on 28th July, 2003
at a consideration of HK$10 and are exercisable at an exercise price of HK$0.70 at
any time during the period from 28th January, 2004 to 27th July, 2013 (both days
inclusive).

This represents an interest in 49,200 shares of Sun Hung Kai.

This represents an interest in 102,000 shares of QHA.

All interests stated above represent long positions.

as disclosed above, at 30th June, 2006, none of the Directors and

chief executive of the Company had any interests or short positions in
any shares, underlying shares or debentures of the Company or any of
its associated corporations, within the meaning of Part XV of the SFO,
as recorded in the register required to be kept under Section 352 of the
SFO or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers (“Model Code”).
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Substantial Shareholders’ Interests

At 30th June, 2006, the following shareholders had interests in the shares
and underlying shares of the Company as recorded in the register
required to be kept under Section 336 of the SFO:

BB AR A

ATEEANENA ST AR ES R GEHIE
336MHLE I fF B 2 G R IR > 54 AR F B %
A BRI HE £ 2 R AN

Number of

shares and Approximate %

underlying of the issued
Name of shareholder shares held share capital Notes

BFREZBROR HEBITRA

RREE HERG ZHE ZBHEDHL Bt &
Allied Group 483,048,065 89.92 1
a4 M
Lee and Lee Trust 483,048,065 89.92 2,3
Notes: B -
1. The interest includes the holding of: (i) an interest in 167,061,619 shares and 1. ZMEA LG ¢ (i) Capscore Limited ([Capscore |) ##F

33,412,323 units of 2009 Warrants by Capscore Limited (“Capscore”); (ii) an interest
in 4,186,632 shares and 837,324 units of 2009 Warrants by Citiwealth Investment
Limited (“Citiwealth”); (iii) an interest in 134,953,783 shares and 26,990,756 units of
2009 Warrants by Sunhill Investments Limited (“Sunhill”); and (iv) an interest in
96,338,025 shares and 19,267,603 units of 2009 Warrants by Allied Group. The 2009
Warrants held by Capscore, Citiwealth, Sunhill and Allied Group giving rise to an
interest in an aggregate of 80,508,006 underlying shares. The 2009 Warrants entitled
the holders thereof to subscribe at any time during the period from 7th June, 2006 to
6th June, 2009 (both days inclusive) for fully paid shares of the Company at an initial
subscription price of HK$10 per share (subject to adjustments). Capscore, Citiwealth
and Sunhill are all wholly-owned subsidiaries of Allied Group. Allied Group was
therefore deemed to have an interest in the shares and the underlying shares in which
Capscore, Citiwealth and Sunhill were interested.

2. This represents the same interest of Allied Group in 402,540,059 shares of the Company
and an interest in 80,508,006 units of 2009 Warrants.

3. Mr. Lee Seng Hui, Ms. Lee Su Hwei and Mr. Lee Seng Huang are the trustees of Lee
and Lee Trust, being a discretionary trust. They together owned approximately 40.72%
interest in the issued share capital of Allied Group and were therefore deemed to
have an interest in the shares in which Allied Group was interested.

4. The interest stated above represents a long position. At 30th June, 2006, no short
positions were recorded in the register required to be kept under Section 336 of the
SFO.

Corporate Governance

CODE ON CORPORATE GOVERNANCE PRACTICES

During the six months ended 30th June, 2006, the Company has applied
the principles of, and complied with, the code provisions of the Code
on Corporate Governance Practices (the “CG Code”) as set out in
Appendix 14 of the Listing Rules, except for certain deviations which
are summarised below:

Code Provisions B.1.3 and C.3.3

Code provisions B.1.3 and C.3.3 of the CG Code stipulate that the terms
of reference of the remuneration committee and audit committee should
include, as a minimum, those specific duties as set out in the respective
code provisions.

The terms of reference of the remuneration committee (the
“Remuneration Committee”) adopted by the Company are in compliance
with the code provision B.1.3 except that the Remuneration Committee
should review (as opposed to determine under the code provision) and
make recommendations to the Board on the remuneration packages of
the Executive Directors only and not senior management (as opposed
to Directors and senior management under the code provision).
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Corporate Governance (Cont'd)

CODE ON CORPORATE GOVERNANCE PRACTICES (CONT’D)
Code Provisions B.1.3 and C.3.3 (Cont'd)

The terms of reference of the audit committee (the “Audit Committee”)
adopted by the Company are in compliance with the code provision
C.3.3 except that the Audit Committee (i) should recommend (as opposed
to implement under the code provision) the policy on the engagement
of the external auditors to supply non-audit services; (ii) only possesses
the effective ability to scrutinise (as opposed to ensure under the code
provision) whether management has discharged its duty to have an
effective internal control system; and (iii) can promote (as opposed to
ensure under the code provision) the coordination between the internal
and external auditors, and check (as opposed to ensure under the code
provision) whether the internal audit function is adequately resourced.

The reasons for the above deviations are set out in the section “Corporate
Governance Report” contained in the Company’s annual report for the
financial year ended 31st December, 2005. The Board considers that
the Remuneration Committee and the Audit Committee should continue
to operate according to the terms of reference adopted by the Company.
The Board will review the terms at least annually and make appropriate
changes if considered necessary.

On 30th December, 2005, Sir Gordon Macwhinnie retired as the Non-
Executive Chairman and an Independent Non-Executive Director of the
Company. Thereafter, the post of the Chairman has been left vacant as
the Board is still seeking a suitable person to act as the Chairman.

The annual review of internal controls in respect of the code provision
C.2.1 of the CG Code will be reported upon in the forthcoming corporate
governance report to be contained in the Company’s annual report for
the financial year ending 31st December, 2006.

CODE OF CONDUCT REGARDING SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code as set out in Appendix 10
of the Listing Rules as its code of conduct regarding securities transactions
by the Directors. All Directors have confirmed, following a specific
enquiry by the Company, that they have fully complied with the required
standard as set out in the Model Code throughout the period under
review.

Purchase, Sale or Redemption of Securities

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s securities during the six months ended
30th June, 2006.

Audit Committee Review

The Audit Committee has reviewed with management the accounting
principles and practices adopted by the Group and discussed internal
controls and financial reporting matters including a general review of
the unaudited interim financial report for the six months ended 30th
June, 2006. In carrying out this review, the Audit Committee has relied
on a review conducted by the Group’s external auditors in accordance
with Statement of Auditing Standards 700 issued by the HKICPA, and
on the interim results announcements of the listed associates, as well as
obtaining reports from management. The Audit Committee has not
undertaken detailed independent audit checks.

By Order of the Board
Patrick Lee Seng Wei
Chief Executive

Hong Kong, 14th September, 2006
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